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Credit bundling 
e.g. WBCIS (India)

Mandatory provision 
with crop loan (govt 

subsidy)

High outreach due 
to loan demand

Increases access to 
credit for farmers

Input bundling e.g. 
Kilimo Salama 

(Kenya)

Insurance tied to 
farm inputs (e.g. 

seeds or fertilizer) 

Insured by weather 
index insurance

Increases 
investment by 

farmers

Buyer 
collaboration e.g. 

NWK (Zambia)

Contract farming 
farmers

Premium may be 
subsidized by buyer 

of produce

High outreach and 
loan repayment

Information 
services e.g. 

PepsiCo (India)

Agronomic advice 
and weather 
information

Farmers appreciate 
tangible services

High voluntary 
participation
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Input insurance refers to the practice of bundling of an agriculture insurance cover with farming 

inputs like seeds (Kilimo Salama), fertilisers (Iffco Tokio, India) etc. Typically, the insurance product 

is index-based and leverages mobile technology (such as SMS, USSD) to enrol clients and provide 

information on weather, claims etc.  

 

Strength 

The core idea behind the model is to insure the farmers against the loss of investment into farming 

inputs in case of a poor or failed harvest. This enables them to have the money to buy the inputs 

for the next season. Also, with the risks associated with the inputs covered in case of crop failure, it 

is an incentive to invest and use good quality inputs that offer a better upside in terms of crop 

output. The model leverages the existing relationship between the farmers and the input sellers 

who have a network to cover the last-mile, making distribution cost effective. Also, the bundling 

with an essential input like seeds or fertilisers makes it an attractive option for the farmers. 

 

Weakness 

Most of these models use premium subsidies, usually by the input providers, which is not a 

sustainable model in the long run. The business case has still to become clear for the model, 

especially for the technology partners like MNOs, and last-mile connectivity points like input sellers, 

who at times have to invest substantial amount of time to explain the product to farmers. With just 

the cost of inputs covered, the cover doesn’t help the farmers to recover their economic loss in 

forgone income due to the crop failure. In such a situation, the insurance payout may be used for 

consumption needs post-crop failure rather than reinvestment that defeats the purpose. The 

products in these models are very limited and would need more work to be able to offer wider 

coverage, with substantial investments by stakeholders and hence with higher premiums.  

 

Potential of impact  

This is a bundling model that has great potential, once the business case for the stakeholders 

becomes more established. The model has seen good uptake, especially in the African markets 

and is a great way for farmers to have a first, hands-on experience of agriculture insurance (index-

based products). This also highlights the need of the farmers to insure their investment risks. Also, 

the model would have to find ways to reduce dependence of subsidy and also expand coverage to 

covering potential economic loss of farmers due to crop failure. This is a major challenge. 
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http://www.gpfi.org/sites/default/files/documents/02-New%20Trend%20Agricultural%20Finance%20Report-Final-LowRes.pdf
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Insurance increases access to other value-add services: In the case of PepsiCo as well as 

Kilimo Salama, access to insurance also gives access to valuable services like weather related 

information and advisory that can help them plan better to minimise losses. Apart from these 

examples, we are aware of certain value added services that farmers can access due to them 

having insurance, e.g. access to vaccinations and better feed with livestock insurance.  

 

Insurance as the value-add service: In the case of NWK, Zambia, it offers life insurance 

coverage (FarmerShield life) to its better performing members and their families to ensure a more 

engaged relationship. This has seen good results, initially the coverage was just for the farmer’s 

life but they asked for and got, the coverage extended to their families as well, which led to better 

bonding between the company and the farmers. Also, in PepsiCo’s case we see that insurance is a 

service and an incentive that is aimed to mitigate the financial losses that the farmer may incur. In 

addition, it enabled access to other services like weather forecasts and agri advisory services. 
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Bundling agricultural insurance with credit facilitates can lead to improved outcomes for the 

farmers and lending institutions.  

 

In the three of the four cases the access to agriculture insurance makes access to credit easier, at 

times at softer rates than when the farmer is uninsured. For instance, PepsiCo India facilitates 

softer loans for its insured farmers in India from State Bank of India.  

 

For FarmerShield, insured farmers get same credit rates as non-insured contract farmers. 

However, post insurance, NWK made higher credit recoveries from insured than non-insured 

farmers. This positive impact on the lender is evidence that they can make higher recovery of loans 

from insured than non-insured farmers. Given this pattern, NWK may in the future reduce the rates 

for insured farmers as they may be seen as a lower risk. 

 

In case of such a national subsidized product, such as WBCIS, it enables access to credit easier 

for farmers, while at the same time limits the subsidy bill of the state, as that is used to pay the 

premiums for the farmers, rather than funding the full cost of the recover and provided disaster 

support after the event happens. 
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